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public service branch o f the School o f Business
Administration. O n an ongoing basis, the Bureau
analyzes local, state, and national economies;
provides annual income, employment, and population
forecasts; conducts extensive research on forest
products, manufacturing, health care, and Montana
Kids Count; designs and conducts comprehensive
survey research at its on-site call center; presents
annual economic outlook seminars in cities
throughout Montana; and publishes the award
winning Montana Business Quarterly.
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MESSAGE FROM
PROVOST PERRY GROWN
Health care is on
everyone’s mind, and the
launching o f Montana’s
Health Insurance
Marketplace is a signal
event. At the University of
Montana we are intimately
involved in discussion
about the future of health
care, and the Bureau of
Business and Economic
Research is one of the
groups leading the way.
How will the marketplace
work? What are the
options for insurance for
people in very different
circumstances? Will we be able to reduce our collective costs of
health care? Will most people actually have health insurance even
though we do not have universal health coverage in Montana or
the U.S.? The Affordable Care Act is a grand experiment to see
if we improve health care in the U.S. and ensure that it is more
affordable. Continuing study of its implementation and outcomes
will be necessary as we go forward —and especially necessary in
making informed and evidence-based decisions about modifying
the system. This issue of the Montana Business Quarterly is one
piece for informing us about the marketplace and how it might be
used by Montanans.
In addition to featuring health care, we are committed to
bringing forward other stories about business and industry in
Montana, such as a reverse trade mission hosted by the Montana
World Trade Center, a survey o f Montana’s manufacturers, and
an update on the oil and gas boom in eastern Montana. Our
commitment is to bring to life the many stories of Montana that
affect our cultural and economic life so that good decisions might
be made about how we shape the future and enhance the lives of
all Montanans.
Through our outreach and research programs we reach
throughout the state. In many ways, the state is our campus, and
as we extend the University across the state we are committed to
helping people thrive.
Perry Brown
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A PREVIEW OF

MONTANA’S HEALTH INSURANCE
MARKETPLACE
by Gregg Davis a n d Christina Goe

ne of the more visible changes soon to be brought
to the forefront by passage of the Affordable Care
Act (AGA) is the health insurance exchange, or
marketplace. More than 350,000 Montanans may have some
change in health insurance as a result of the ACA, although
not all will enter the marketplace.
The “No Wrong Door” approach to applying for individual
health coverage directs applicants toward the appropriate
insurance option, such as Medicaid, the Childrens Health
Insurance Program (CHIP), or private insurance policies
sold in the marketplace. The applications are available online
at http://www.healthcare.gov/blog/2013/04/marketplaceapplication.html.
In theory, the health insurance marketplace will enhance
competition among health insurers while at the same time
offering consumers the ability to make apples-to-apples
comparisons of benefit designs, provider networks, and limits
on cost-sharing. It is designed to operate similarly to the

O

2

dozens of online travel sites that allow users to compare prices
based on select criteria such as travel dates, destination, and
number of travelers. But buying health insurance, it turns out,
is far more complicated and confusing than buying a plane

tlcket
One challenge for the

One challenge for the
marketplace is creating
a consumer-friendly
health insurance
shopping experience.

marketplace is creating a
consumer-friendly health
insurance shopping
experience. The purpose
of the marketplace is
to foster competition
among health insurers, but sometimes when consumers face
too many choices —whether it is jams at the supermarket,
401(k) plans, or Medicare prescription drug plans —they
struggle to make selections that are optimal for them.
Over the past seven years, the cost of individual coverage
for employees in Montana with access to employer-provided
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health plans, including comparing premiums, calculating
the tax credit, and choosing a plan. Eligibility determines
whether an individual qualifies for the tax credit and cost
sharing reductions, such as deductibles and copayments.
Marketplaces must also verify whether individuals have access
to “affordable” insurance coverage through an employer, and
will also screen applicants to determine eligibility in Medicaid
or the Healthy Montana Kids (HMK+) program.

How many Montanans will
shop in the marketplace
since health insurance
will still be available
and sold outside the
marketplace as well?

How Many Montanans Will Buy
in the Marketplace?
health insurance increased 45 percent, more than five times
the rate of general inflation for the same period and nearly
twice the rate of growth in wage earnings. This rate of increase
is similar throughout the country. The insurance marketplace,
if in fact it does make health insurance more affordable, will
primarily do so through economies of scale made possible by
the individual mandate and increased competition among
health insurance providers. Whether competition will thrive
in the marketplace is unknown. In Montana, three or four
insurers will participate in a federally facilitated individual
health insurance marketplace (FFM), and three will
participate in the federally facilitated small business health
options program (FFSHOP). This is similar to the number
of health insurers active in those markets now. However,
there are also some additional health insurers selling outside
the exchange, including some insurers that are new to the
individual and small employer group market.
States have three operational choices for their health
insurance marketplaces. Eighteen states and the District of
Columbia will run state-based marketplaces, providing a
higher degree of autonomy from the federal government.
The vast majority of states, 32 of them, including Montana,
will have a federally facilitated marketplace (FFM). Fifteen
of the FFM states are marketplaces partners, where the state
insurance department is participating in plan management.
Under the federally facilitated marketplace, the U.S.
Department of Health and Human Services (HHS) will
assume primary responsibility for operating the exchange,
except in the 15 states where the department of insurance
is performing some of the plan management functions
(including Montana) and, in some states, also consumer
assistance functions.
Plan management includes certification of Qualified
Health Plans, collecting and reviewing rate information,
collecting quality information, and coordinating with
HHS on quality rating and enrollee satisfaction. Consumer
assistance includes overseeing the navigator program (see
sidebar), maintaining a website and call center, providing
outreach and education, and helping people shop for qualified

What will the new plans look like for Montana residents
and small businesses entering the marketplace to shop for
health insurance? How many Montanans will shop in the
marketplace since health insurance will still be available
and sold outside the marketplace as well? Approximately
195,000 non-institutionalized Montanans do not have
health insurance. Given the individual mandate to purchase
insurance, a significant number of uninsured may enter the
marketplace in search of cheaper policies, subsidies, and cost
sharing assistance. Particularly for individuals with incomes
less than 400 percent of the federal poverty level (FPL), or
$46,000, the marketplace will be an attractive option since
they may qualify for sliding-scale advanceable premium tax
credits (APTCs). Individuals with incomes up to 250 percent
of the FPL ($29,000) may also qualify for cost-sharing
reductions based on silver plans sold in the marketplace.
Silver plans on average promise to pay 70 percent of the
insured s health care costs, while bronze, gold, and platinum
plans pay on average 60 percent, 80 percent, and 90
percent, respectively. Others in the marketplace may include
employees with employer-provided health insurance that
does not provide minimum essential value, or whose share of
the employee-only premium is 9.5 percent or more of their
adjusted gross income, and individuals with individual health
insurance who wish to compare products in the marketplace.
All plans are subject to a maximum cost-sharing limitation
(maximum out-of-pocket) of $6,350 for an individual and
$12,700 for a family.
As many as 181,000 Montanans may qualify for the
advanceable premium tax credit. Since the 2013 Montana
Legislature opted out of the Medicaid expansion, 29,000
Montanans with incomes between 100 percent and 138
percent of the federal poverty level may also enter the
marketplace for the advanceable premium tax credits.
Approximately 37,000 Montanans may be too rich for
Medicaid and too poor for the advanceable tax credits
available in the marketplace and as a result will have no
options for affordable coverage. The estimated marketplace
population will likely fall somewhere between 229,000 and
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NAVIGATORS
The navigator program is
modeled after the State Health
Insurance Assistance Program
(SHIP), which offers assistance to
Medicare beneficiaries as they face
the complexities of the Medicare
Advantage and Prescription Drug
Plan offerings. However, the SHIP
organizations focus on the Medicareeligible and are N O T navigators for
the exchange. The navigator program
gives grants to community and small
business organizations to educate and
provide unbiased information to both
individuals and small employers to
help them “navigate” the new health
insurance marketplace and enroll
applicants in appropriate health
insurance plans. Navigators cannot
accept compensation from health
or stop-loss insurers and cannot
have any other conflict of interest.
While navigators will not determine
eligibility, they will help consumers
through the enrollment process by
providing fair, impartial, and accurate
information to assist consumers in
submitting eligibility applications,
clarifying the distinctions among
qualifying health plans, and helping
consumers make informed decisions.
Noteworthy is that consumers are still
free to use insurance agents or enter
the marketplaces directly on their
own. Montana received $600,000
in navigator funding along with 12
other states, one of the lowest awards
by HHS. The highest award ($8.2
million) went to Texas, where almost
5 million residents are uninsured.

4

278,000. Although health insurance will be sold both inside and outside the
marketplace, individual market coverage is only available to individuals who
enroll during the open enrollment period.
While much is yet to be seen as we enter the new arena of health insurance
created by the Affordable Care Act, among the certainties is that more than onethird of Montanans will experience some change in health insurance.

Who Will Be Selling Health Insurance
in Montana’s Marketplace?
A central tenet of the health insurance marketplace is to foster side-byside competition among health insurance providers. In Montana, the largest
insurer captures 57 percent of the total individual market for health insurance,
compared to 46 percent for the largest insurer in the small group market. But
when compared to the individual and small group markets nationally, Montanas
individual market is comparable to the level of competition nationally. The small
group market, however, is considerably less concentrated in Montana relative
to the degree of competition nationally. Whether or not the health insurance
marketplace in Montana will foster more competition is unknown. At the time
of this articles writing, three carriers have announced plans to offer policies in
the FFM and FFSHOP: the Montana Health Cooperative, a member-owned
nonprofit; Blue Cross Blue Shield of Montana; and PacificSource. Other insurers
have indicated their intentions of offering individual, small group, and large
group health insurance outside the marketplace.
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The ACA also created the Multi-State Plan Program.The Office of Personnel
Management, which administers the Federal Employees Health Benefits program,
is responsible for certifying at least two multi-state health insurance issuers (one
nonprofit and one for-profit) to sell coverage in at least 60 percent of all states
by January 1, 2014. Within four years, all states are supposed to have at least
two multi-state carriers. Each multi-state carrier will offer two plans in every
marketplace at the gold and silver levels of coverage. The Office of Personnel
Management will announce the plans that will participate in the marketplace late
this summer.

Shared Responsibilities and Potential Penalties under the ACA*
Employers with More than 50 Employees
There is no express “employer mandate,” but the ACA has an “employer-shared
responsibility” provision and provides for some penalties for employers with more
than 50 full-time or full-time equivalent employees to ensure that employers
continue to provide coverage. Employers with 51 or more full-time employees
may face penalties if they do not offer minimum essential coverage or affordable
coverage that offers minimum value. The penalty calculations vary according to the
circumstances. A fiill-time employee is defined as one who works 30 or more hours
* The information in this section comesfrom the Congressional Research Service,
“Potential Employer Penalties under the Patient Protection and Affordable Care Act
(ACA), |Janemarie Mulvey, April 2, 2013; www.crs.gov R41149.

QUALIFIED HEALTH PLANS
Qualified Health Plans, or
QHPs, are health plans certified to
sell products in the marketplace.
All health plans sold both inside
and outside the marketplace in the
individual and small employer group
markets must provide essential health
benefits that meet the benchmark
in that state and follow limits on
cost-sharing, including deductibles,
copayments, and coinsurance that
fall into platinum, gold, silver, or
bronze actuarial value level. All plans
have a maximum out-of-pocket
limitation of $6,350 for individuals
and $12,700 for a family for health
services provided in-network. All
health plans are subject to the same
rating rules and rate review and must
meet network adequacy standards
for that state. QHPs also have a few
extra requirements that do not apply
to the rest of the market, such as an
accrediation requirement and quality
ratings.

ESSENTIAL HEALTH BENEFITS
Essential Health Benefits (EHB)
are a core package of services
including ambulatory, emergency,
hospitalization, maternity and
newborn care, mental healthsubstance abuse-behavioral health,
prescription drugs, rehabilitative
and habilitative services, laboratory,
prevention and wellness, and pediatric
care, including oral and vision care
services. EHB are to be equal in scope
to the benefits offered by a “typical
small employer plan.” In Montana,
the benchmark plan is the federal
default choice, which is the “largest
small employer group health plan”
according to enrollment in the first
quarter of 2012. This plan is “Blue
Dimensions Preferred Provider
Organization Plan” provided by Blue
Cross Blue Shield of Montana. This
benchmark is in effect until 2016
continued on page 6
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continuedfrom page 5
when the federal regulations regarding
EHB benchmarks may change. The
final rule issued by HHS in February
outlines standards not only related
to essential health benefits but also
actuarial value. Together, both EHB
and actuarial value will increase the
consumers’ ability to compare and
make informed choices about available
health plans. In addition, the essential
health benefit categories cannot have
annual or lifetime dollar limits.

RATING REFORMS
An insurer selling individual or
small employer group health plans
must combine the risk of all their
insureds into a single risk pool for all
coverage sold both inside and outside
the marketplace. In Montana, the
individual and small employer group
risk pools are separate. Health status
rating is no longer permitted, although
premiums may still vary according to
four rating variables: four geographic
areas in Montana, a 3:1 variance
according to age, family composition,
and a 1. 5:1 variance if the individual
uses tobacco products (amounting to a
50 percent surcharge on premium.)

While many believe the marketplace will
foster competition and slow the increase
in health insurance premiums, others
remain skeptical.
per week. The number of employees for determining group size is calculated by
counting both full-time employees and full-time-equivalent employees (adding
together the hours of part-time employees). However, the penalty only attaches
to full-time employees working 30 hours or more per week. There is a detailed
method that employers may use to determine whether or not “variable hour”
employees must be treated as “full-time.” Employers can “average” worker hours
over a period of time not to exceed 12 months. After that determination is
made, the employer must provide an “administrative period” (no less than 30
days) during which employees determined to be full-time have an opportunity
to enroll. Employers must offer coverage to all FTEs and their dependents. The
definition of dependent for this purpose does not include spouses.
Determining the penalty amount can be complicated. The following
description is an example. The annual penalty can be $2,000 per full-time
employee (minus the first 30 employees) if the employer fails to offer a health
plan that offers minimum essential coverage and at least one of his employees
purchases coverage on the exchange and receives an APTC. If an employer offers
a health plan that is unaffordable or does not offer minimum value, the penalty
can be calculated as $3,000 per year for each employee who receives an APTC
in the exchange, but the total amount of penalty is limited to $2,000 per FTE,
minus the first 30 FTE. The penalty amount is adjusted every year by the IRS.
The potential penalty applies to all employers with more than 50 FTE or
FTE-equivalent employees, including nonprofit organizations and government
employers, such as a state, county, city, or school district. The actual amount of
the penalty depends on whether the employer currently offers minimum essential
coverage. A large employer who does not offer coverage will be subject to a
penalty if even one full-time employee obtains coverage in the marketplace and
receives an advanceable premium tax credit.

Employers Who Offer Unaffordable or
Below Minimum Value Plans
Under the ACA, an employer-provided health plan is “unaffordable” if the
employees premium contribution for “self-only” coverage is more than 9.5
percent of the employees household modified adjusted gross income. However,
because employers need to provide employees with an advance notice regarding
the adequacy and affordability of their health plans, the IRS has provided a “safe
harbor” provision. This safe harbor allows the employer to calculate affordability
based on the employees W-2 income alone because employers do not generally
have access to an employees household income. A health plan provides adequate
(minimum) coverage if the plan’s actuarial value is at least 60 percent. The
actuarial value is measured according to a standard population and a standard
set of allowed charges and benefits. The Centers for Medicare and Medicaid
Services has an actuarial value tool for large employers to use when making this

6
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Table 1

TAX CREDITS AND COST-SHARING ASSISTANCE

Tax Credits and Cost-Sharing
by Income Levels

Tax credits are available to all with household incomes
between 100 percent and 400 percent of the federal poverty
level. Cost-sharing reductions are available only to individuals
and families with income levels up to 250 percent of the
federal poverty level. American Indians and Alaska natives with
incomes up to 300 percent of FPL will not be responsible for
any cost-sharing. The maximum out-of-pocket cost-sharing
limitation (in-network services) for all non-grandfathered
health plans is set by the IRS each year and is based on the outof-pocket limits that apply to high deductible health plans with
Health Savings Accounts.
This table is not exact because the determination of APTCs
is based on a formula that also includes the cost of the second
lowest cost silver plan premium available in Montanas
marketplace. That determination will be made by the FFM,
but not until September.

FPL Income Thresholds

Required Premium
Contribution:
Percent of Income

2013 Federal
Poverty Level (%)

Individual

Family of 4

100%

$11,490

$23,550

133%

$15,282

$31,322

150%

$17,235

$35,325

4%

200%

$22,980

$47,100

6.3%

250%

$28,725

$58,875

8.05%

300%

$34,470

$70,650

350%

$40,215

$82,425

400%

$45,960

$94,200

2%

9.5%

determination. The minimum value calculator relies on claims data (and
benefits covered) for a typical self-insured employer plan. Individuals
who are eligible for an employer health plan that is affordable and offers
minimum value are not eligible for APTCs in the FFM.

What Will We Learn from the Health Insurance Marketplace?
The Affordable Care Act is now three years old. Next year, the launch
of marketplaces around the country will prove to be a study in how
many of the behavioral changes facilitated by the ACA will play out.
While many believe the marketplace will foster competition and slow the
increase in health insurance premiums, others remain skeptical. Exactly
how consumers, providers, and employers will respond to incentives and
penalties in the marketplace is for the most part unknown. There is even
considerable debate as to how many uninsured will gain health insurance
coverage. With all the unknowns and uncertainty, both federal and state
governments will need to be flexible and ready to respond to unforeseen
challenges certain to emerge in the marketplace. □
Gregg Davis is the Bureausformer director ofHealth Care Industry
Research. Christina Lechner Goe is the general counsel in the Montana Office
o f the Commissioner o f Securities and Insurance.
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Asian delegation attends presentation at Sustainable Lumber’s Missoula showroom.

EXPORTING MONTANA WOOD PRODUCTS
by M icah Scudder
ts highly possible that nearly half the world s supply
of construction cranes is presently in China. As
skyscrapers, shopping malls, factories, and apartments
continue to spring up everywhere, China is expected to be
responsible for 50 percent of world housing construction by
2020, according to U.S. Commercial Service data.
While construction is just beginning to recover in the
U.S., it is booming in Asia, and demand for wood products
in Asia has been growing rapidly during the past five years.
At the same time, Montana has experienced low domestic
wood products sales due to reduced demand during the
Great Recession (Figure 1). Could diversifying into new
international markets provide opportunities to strengthen
Montanas forest products industry?
That is the question a group of Montana business owners,
wood products manufacturers, economic development
organizations, and foreign trade specialists hoped to answer at
one of the largest reverse trade missions in Montanas history.
The reverse trade mission, which brings foreign buyers
to the U.S. to observe manufacturing operations and make
valuable connections, came about because of a project
that began almost two years ago when the Forest Business

I
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Network and the Montana World Trade Center formed
a partnership. The Missoula-based organizations provide
assistance to Montana businesses (see sidebar, page 11).
This spring, representatives from 12 Chinese wood buying
firms and three South Korean wood importing companies
traveled to Montana to learn about the states forest products
industry and to meet
While some lumber
with wood product
mills in Oregon,
manufacturers. These
companies represented
Washington, and Idaho
six different regional
were able to make
markets in China and
diversifications into
South Korea. The
majority of them have
this market, it has been
annual sales ranging
largely untouched by
between $20 million
Montana
and $75 million, and
combined they have an
manufacturers.
annual import average
of more than $300 million. Their interest was in finding new
suppliers for logs, lumber, trim, siding, and landscape timbers.
Most of these companies were primarily receiving their U.S.
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wood product imports from companies in the southern states
or along the coast of the Pacific Northwest. None of them had
traveled to this portion of the interior west before this trip,
and most of them were highly interested in expanding their
supplier network.
Across all industries, Montana ranks 47th for total state
exports in the United States, with 40 percent of those exports
being shipped to Canada. This reverse trade mission was
designed to build a foundation for future trade opportunities
in the Asian market to help increase the state s overall export
competitiveness, with a focus being placed on the forest
products industry. Forming key relationships also might help
create new jobs in Montana. An econometric study conducted
by the U.S. Bureau of Economic Analysis found that for every
additional $ 1 million in sales of Montana lumber, 18 new
jobs are created in the surrounding communities across all
industries.
Since 2002, U.S. wood product exports to China, Japan,
and South Korea have had an average annual growth rate
of 18 percent (Figure 2). As domestic demand for wood

Figure 1

Montana’s Primary Wood
and Paper Product Sales

Source: Bureau of Business and Economic Research.

Figure 2

U.S. Wood Product Export Trends
to China, Japan, and South Korea

Top: Delegate examining sample at the Lubrecht presentation.
Middle: Specialty wood products showcase in Hamilton
with Ravalli County Development Authority. Bottom: Tour of
Pyramid Mountain Lumber.
Source: Bureau of Business and Economic Research.
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THE REVERSE TRADE MISSION

umber brokers, builders, and executives from China
and South Korea visited Montana earlier this year to
find out about the states forest products industry. Some of
their activities included:

L

• attending the Forest Business Networks Small Log
Conference held in Coeur d’Alene, Idaho;
• a welcome reception at UM’s Gallagher Business
Building;
• targeted one-on-one introductions between Montana
companies and Asian wood buyers;
• a tour of Lubrecht Experimental Forest with
presentations from Jim Burchfield, dean of the
UM College of Forestry and Conservation; Bob
Harrington, the state forester of the Montana
Department of Natural Resources; Scott Kuehn, a
procurement forester for Tricon Timber LLC; and Ed
Burke, UM professor of wood science and technology;
• a specialty wood products showcase hosted by the
Ravalli County Development Authority in Hamilton
with company presentations by Brushbacks Woodshop,
Bitterroot Valley Forest Products, Great Western Log
Homes, and Master Log Homes;
• a visit to Sustainable Lumber Co.’s Missoula
showroom;
• tours of Pyramid Mountain Lumber’s sawmill in Seeley
Lake, Tricon Timber’s sawmill in St. Regis and Rocky
Mountain Log Homes in Hamilton; and,

Before the trip, delegates were
I unaware that there was a strong
™ forest products industry in Montana.
At first, there were questions about
transportation costs, but they feel
that it can be offset by the high
quality of Montana products.”

Mj M

*

XU FANG, DIRECTOR OF AMERICAN SOFTWOODS IN SHANGHAI

• a visit to Missoula’s Grant Creek Ranch for a Montana
culture day.
Three weeks after the close of the reverse trade mission, the
Montana World Trade Center was able to send a representative
(this author) to China to attend multiple seminars and wood
product trade shows in Shanghai, Hangzhou, and Shenzhen.
It was an opportunity to present Montana’s forest products
industry to a larger audience in China as well as gain a greater
understanding of China’s wood product needs. Several of the
foreign delegation members that visited Montana attended
these events, which made it possible to further develop the
relationships established in Montana.

Asian delegation with MW TC and FBN staff at Grant Creek Ranch.

ID
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Figure 3

Figure 4

Wood Product Exports to
China, Japan, and South Korea,
Northwestern States, 2012

China’s Lumber Imports
by Country, 2012

Source: International Wood Markets Group Inc.
Source: WISERTrade; State exports
by NAICS industry.

products declined during the aftermath of the housing
crisis, this market diversification provided a sales outlet for
American wood product manufacturers. While some lumber
mills in Oregon, Washington, and Idaho were able to make
diversifications into this market, it has been largely untouched
by Montana manufacturers.

Asian Markets
The most striking increase in demand for wood products
has occurred in China. In 2012, it is estimated that China
imported more than 12 billion board feet of lumber, which
is almost 21 times the amount of Montanas total lumber
production last year. Approximately 85 percent to 90 percent

M ontana World Trade Center and Forest Business Network
Provide Assistance to M ontana Businesses
The Montana World Trade Center and the Forest Business
Network partnered to bring the Asian delegation to Montana
and Idaho. The reverse trade mission was designed to coincide
with the Forest Business Network’s 2013 Small Log Conference
held in Coeur d ’Alene, Idaho.
he Montana World Trade Center (MWTC),
located in the University of Montana Gallagher
Business Building, works to help Montana businesses
establish or strengthen their international commercial
capabilities and develop the untapped international trade
opportunities for the state and region. Founded in 1995
after a World Trade Center license was donated to UM, the
MWTC has planned and participated in 12 international
trade missions with Montana companies that have visited
Australia, Canada, China, Germany, Ireland, Italy, Israel,
Latin America, New Zealand, South Korea, Spain, Taiwan,
Vietnam, and the United Kingdom. In addition, MWTC

T

has hosted multiple foreign trade delegations and traderelated events in Montana.
The Forest Business Network (FBN) is a nationallyrecognized firm based in Missoula that focuses on three
core business activities to help forest product businesses
grow and prosper: consulting, online marketing, and event
marketing. The FBN has provided consulting services
to more than 100 forest product businesses including
assistance with business plans, marketing plans, financial
projections and strategies, custom reports, and more.
The organizations weekly email newsletter is distributed
to 10,000 people in the forest products industry —one
of the world s largest networks of forest professionals.
FBN s foundational event marketing platform is its
biennial Small Log Conference, completing its sixth event
just recently in Coeur d’Alene, Idaho. Each conference
covers current issues surrounding the utilization of small
diameter timber and woody biomass, and topics such as
wood exports, wood-based biofuels, and more.
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of Chinas softwood lumber imports are dimension lumber
being used for housing construction. The majority of Chinas
housing is concrete multi-unit apartments or condominiums.
Softwood lumber products are primarily used for the concrete
forms used for large apartments and condominiums and for
attaching drywall to the interior concrete walls. The type of
softwood lumber that is most often used for the concrete
forms is low-grade 2x4s or 2x6s. Metric-sized lumber is also
used, but not necessarily required since these lumber pieces
are used for concrete forms, which are temporary structures.

China has the world’s largest construction market with 3
million to 5 million new housing starts occurring annually.
By comparison, the U.S. had approximately 781,000 housing
starts in 2012. Compared to Canada and Russia, the U.S. has
a small market share of the Chinese wood products import
market.
In South Korea, 80 percent of total wood consumption is
imported from other countries. Wood products imports are
primarily used for packaging, pallets, concrete forms, and
wood-frame housing construction. In 2011, Chile had the

TRICON TIMBER
n the past 36 months, Tricon Timber in St. Regis has shipped more than 20 million
board feet of dimensional lumber to Asia. The largest family-owned mill in Montana,
Tricon Timber is the only mill in the state that exports its lumber to Asia.
The mill uses beetle-killed timber salvaged from Montanas forests to manufacture
metric-sized lumber to be used in concrete form construction in Asia.
Founded in 1983, Tricon Timber was primarily designed to utilize small logs for the
production of stud lumber. Tricon s founders chose its location for the availability of timber
that had regenerated from thel910 fire, which primarily consisted of lodgepole pine. At the
time, small diameter lodgepole pine was largely considered undesirable by other mills.
“Most mills didn’t see the value of beetle-killed timber,” says Ken Verley, Tricon’s
president. “By taking advantage of this easily accessible timber, making continuous mill
renovations, and developing rail reloads across the state to access dead and dying timber
affected by the mountain pine beetle epidemic, we have positioned our mill as an export
leader in Montanas industry.” The mill’s current production is about 100 million board feet
annually, and it is the largest private employer in Mineral County.
One member of the Asian delegation in particular was impressed with what he saw at
the St. Regis mill.
“Tricon Timber has an entrepreneurial spirit,” said Zhixi Wu, whose Shanghai
Company imported 9,000 containers of wood products in 2012. “The high level of
milling technology combined with the large Chinese demand for lumber presents a strong
opportunity for future business.”

I
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SUSTAINABLE LUMBER CO.
t Missoula’s Sustainable Lumber Co. workers know every board personally. Each board is handled
up to 12 times to allow them to check quality and detail, according to owner Ryan Palma. And each
product is manufactured with Old World artisan style craftsmanship by a local Mennonite/Amish community
and is of top quality.
One of the products that was most interesting to the Asian delegation visiting the company’s showroom was
the beede-killed blue stain pine. Beede-killed wood is a variety of blue, gray, and orange colors that can create
various vibrant patterns in the milled wood and can be used in highend furniture and interior design products.
“The mountain pine beetle has devastated millions of acres across
the Rocky Mountains,” according to Arnie Sherman, executive
director of the Montana World Trade Center, the organization that
brought the reverse trade mission to Montana. “With the large number of mountain pine beetle-infested trees
throughout Montana, Asia could be a new potential market for blue stain pine products.”
Sustainable Lumber Co. was founded by Palma in 2011, after working in the wood products industry for
17 years. Palma’s goal was to find homes for locally reclaimed and recycled wood, as well as for sustainably
harvested and salvaged timber. As a result. Sustainable Lumber Company’s entire product lines are produced
from local reclaimed, recycled, SFI-certified,* and salvaged timber. The company produces custom wood
doors, custom cabinets, Douglas fir flooring, beetle-killed blue stain pine flooring and paneling, recycled pallet
paneling, as well as various other interior design products.
With a sustainable focus interwoven throughout all aspects of the business, all of Sustainable Lumber’s
wood products are grown in Montana and made in Montana. Each piece of harvested wood is slowly cured to
6 percent moisture in a kiln that is exclusively fueled by renewable woody biomass and salvaged timber.

A

Sustainable

LUMBER CO.

*SFI certification (Sustainable Forestry Initiative) represents a commitment by participants to meet rigorous standards and account for their
performance through third-party audits.

BRUSHBACKS WOODSHOP
obby Louviere remembers a time when Darby had a strong forest products industry, with multiple
forestry companies and mills in operation. Over the past decade, the industry has declined, with closures
among even the largest mills in the state.
Brushbacks Woodshop was founded by Louviere in 2008 with the goal of bringing forest product-related
jobs back to Darby. The company produces cabinets, furniture, doors, flooring, and trim, as well as framing
timbers and logs. The woodshop handles the entire manufacturing
process, from milling the logs to applying the final coat of stain,
paint, or clear finish. Louviere and staff have recently begun their first
furniture line, called “Montana Rustic,” which combines multiple types
of wood with steel framing to create a sleek modern look.
During the Asian delegation visit, Brushbacks Woodshop’s managers
were able to present several of their furniture pieces and are working
toward identifying the products that will fit the needs of Asian
customers as they continue to expand their production and distribution.
With a motto of, “You Dream It, We Build It,” Brushbacks Woodshop’s owner and employees have set
their sights high and are currently developing a marketing plan to distribute their products across the U.S. and
internationally, Louviere says, adding that they will keep Asian customers in mind.

B
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Working with Chinese and South Korean markets
could help Montana wood product manufacturers
to diversify their wood product sales.

largest share of South Korea’s wood product import market.
For this year, the U.S. was only the sixth largest exporter
to South Korea, but with strict quality control standards
and sustainable forestry practices, the U.S. has a strong
opportunity to increase these exports in the future.
Working with Chinese and South Korean markets could
help Montana wood product manufacturers to diversify their
wood product sales. It is likely that there will continue to
be high demand for low-grade/quality dimension lumber
in China, which has lower domestic demand levels in the
U.S. than higher quality lumber. While the volume of wood
product demand is much smaller in South Korea, it still
represents a large opportunity for future demand, especially
with implementation of the United States-Korea Free Trade
Agreement that was put into force in March 2012.

Future Opportunities
As the relationship building process progresses with
the Asian delegation that visited Montana, future trade
opportunities for the forest products industry and for
Montana continue to look promising. With private industry,
government, and university groups working together,
Montana may be able increase its export competitiveness and
strengthen an industry that has long been the cornerstone of
the states economy.□
Micah Scudder is a forestproducts and manufacturing research
assistant at UMs Bureau o f Business and Economic Research.

Delegates tour Grant Creek Ranch.
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Grand opening last fall at Bozeman-based ATK Blackhawk, a leading U.S. manufacturer of
tactical gear for military, law enforcement, and sporting customers.
Photo by Deborah Nash, Montana Manufacturing Extension Center.

MANUFACTURING OUTLOOK
by Steven W Hayes, Charles E. Keegan III, Todd A . Morgan, Colin B. Sorenson
A
lthough the Great Recession officially ended in
Z-A 2009, manufacturing in Montana continued
-A A . declining through 2010, falling to fewer than
20,000 workers after the pre-recession level of nearly 24,000.
However, both 2011 and 2012 revealed growth for Montana
manufacturers, with annual sales increasing to more than
$13 billion and employment topping 21,000 workers for the
first time since the recessions end.
As shown in Table 1, six Montana counties —Yellowstone,
Flathead, Gallatin, Missoula, Ravalli, and Cascade —can
boast more than 1,000 manufacturing employees, and worker
earnings of manufacturing employees exceed $100 million in
the top three counties.
Virtually all sectors of Montana manufacturing lost
employment during the recession, but most have turned
upward since 2010, with the most rapid growth seen in
fabricated metals in the primary and fabricated metals sector
and computers and electronics. After losing 2,500 jobs
M

from 2006 to 2010, the wood, paper, and furniture sector
has grown modestly in the past year and remains the largest
manufacturing sector in Montana by number of employees
with more than 4,200 workers (Table 2). Worker earnings
among manufacturing sectors are highest in the chemicals,
petroleum, and coal component, which has seen rapid growth
in employment as well as earnings during the past several
years.
The BBER survey of Montana manufacturers indicates a
continued improvement in operating conditions for Montana
manufacturers in 2012 compared to 2011.
The Bureau conducts the manufacturing survey each year
during November and December and queries manufacturers
on a variety of business issues pertaining to both the year just
completed and the outlook for the coming year. The results
shown here are from the survey completed in December
2012. A total of 232 firms were contacted for this years
survey, including Montanas largest manufacturing facilities
o n t a n a

B

u s in e s s

Q

u a r t e r l y

/S

u m m e r

20 13

15

Table 1

Montana Manufacturing Employment
and Earnings by County, 2011
2011
Manufacturing
Employment

Percent
of Total

2011
Manufacturing
Earnings
(Millions of
2 0 11$)

Percent
of Total

Yellowstone

3,426

17%

$298

29%

Flathead

2,915

14%

$154

15%

Gallatin

2,702

13%

$123

12%

Missoula

2,131

10%

$94

9%

Ravalli

1,089

5%

$39

4%

Cascade

1,032

5%

$63

6%

Lewis and Clark

893

4%

$39

4%

Silver Bow

692

3%

$46

4%

Lake

610

3%

$20

2%

Lincoln

384

2%

$11

1%

Park

341

2%

$13

1%

Other counties

4,196

21%

$140

13%

Montana total

20,411

100%

$1,041

100%

Source: Bureau o f Economic Analysis, U.S. D epartm ent o f Commerce.

Table 2

Employment in Montana Manufacturing Sectors,
2010 and 2012
Manufacturing Sector

2010

2012*

Percent
Change

Wood, paper & furniture

4,223

4,255

1%

Food & beverage

3,546

3,531

0%

Primary & fabricated metals

2,059

2,730

33%

Chemicals, petroleum & coal

2,085

2,180

5%

Machinery

1,167

1,350

16%

Nonmetallic minerals

938

960

2%

Textiles, clothing & leather goods

774

845

9%

Computers, electronics & appliances

640

785

23%

4,371

4,620

6%

19,803

21,256

7%

All other manufacturing
Total

Source: Bureau o f Economic Analysis, U.S. D epartm ent o f Commerce.
^Estimated.

(as measured by the number of people employed), as well
as smaller firms representative of their sectors. O f the firms
contacted, 80 percent responded to the survey.
In 2012, 50 percent of manufacturers reported increased
sales and increased production. Fewer than 25 percent
reported decreases in sales and production in 2012, which
was similar to 2011 when around 27 percent of responding
Montana manufacturers reported decreases in sales and
production. Profits increased for 42 percent of responding
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firms in 2012, up from 37 percent in 2011. However, 30
percent of manufacturers reported decreased profits in 2012
versus 2011, illustrating that 2012 was still a difficult year.
The proportion of respondents that reported production
curtailments dropped from 22 percent in 2011 to 20 percent
in 2012. Furthermore, 9 percent permanently eliminated
production capacity in 2011 versus 6 percent in 2012.
Employment declined at 24 percent of respondent facilities
in 2012, while 30 percent reported increased employment.
This is a slight improvement from 2011, when employment
declined at 27 percent of the respondent facilities while 29
percent showed an increase.
The number of facilities reporting new product lines
declined from 28 percent in 2011 to 24 percent in 2012. The
proportion of respondents making major capital expenditures
also declined, falling from 44 percent in 2011 to 40 percent
in 2012.

General Outlook for 2013
National forecasts call for modest growth in the U.S. and
global economies. Oil and gas development in Montana,
North Dakota, and Canada will continue to positively impact
Montana manufacturing, with increased business at existing
manufacturers and several new facilities planned for 2013 and
beyond.
Increasing reports of “re-shoring” —manufacturing jobs
returning to the U.S. from overseas locations like C hina—are
providing encouragement to domestic producers of goods as
well as the U.S. labor force. Although statistics to support the
anecdotal stories are difficult to come by, increasing evidence
suggests that several factors are contributing to growth in
domestic manufacturing.Wages and benefits earned by
Chinese and other foreign workers are reportedly increasing,
narrowing the compensation disparities between American
workers and their foreign competitors. Costs associated with
energy, transportation of goods, logistics management, and
customer service are also being recognized as important and
frequently lower with domestic production.
Montana manufacturers who responded to the BBER’s
annual survey continue to express optimism in their oudook
for the coming year. More than 35 percent expected improved
conditions for 2012, and more than 42 percent expect
better conditions during 2013, compared to just 14 percent
who expect worsening conditions for 2013 (Figure 1). The
most optimistic sectors were in food/other and chemical/
petroleum/other, with 50 percent expecting a better year in
2013. When asked about their biggest concerns for 2013,
however, most indicated the potential for a weakening of the
economy, and a number mentioned specifically the resolution
of the national fiscal situation.
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Figure 1

Figure 2

Overall Outlook for 2013

Sales Outlook for 2013

Source: Bureau o f Business and Economic Research, the University o f Montana.

Source: Bureau o f Business and Economic Research, the University o f Montana.

Figure 3

Figure 4

Production Outlook for 2013

Profit Outlook for 2013

Source: Bureau o f Business and Economic Research, the University o f Montana.

Source: Bureau o f Business and Economic Research, the University o f Montana.

Sales, Production, Profits

Planned Capital Expenditures

Fifty-four percent of manufacturers anticipated 2013
sales would increase over 2012 (Figure 2),with 49 percent
expecting increased production (Figure 3) and 49 percent
anticipating increased profits for 2013 (Figure 4) .This is very
similar to 2012, when 45 to 50 percent of manufacturers
expected increased sales, production, and profits.
Food/other manufacturers were the most optimistic about
2013, with more than 68 percent expecting increased sales
and more than 61 percent expecting increased production.
Chemical/petroleum/other manufacturers were the next most
optimistic with more than 64 percent expecting increased
sales, 57 percent increased production, and 61 expecting
increased profits in 2013. The most pessimistic outlook was
among the wood products segment with only 43 percent
expecting increased sales and profits and 33 percent expecting
increased production in 2013.

The proportion of firms planning major capital
expenditures remained the same between the 2012 and 2013
surveys, with 33 percent of responding firms planning major
capital spending in 2013 (Figure 5). Food/other facilities
reported the highest rate of planned capital expenditures, with
57 percent planning major capital expenditures, while only
21 percent of wood products manufacturers planned major
expenditures for 2013.

Employment and Worker Availability
As in 2012, 90 percent of manufacturing respondents
expect to keep their workforce at the same level or increase
employment during 2013. Specifically, the outlook for
employment in manufacturing remains stable with 25 percent
expecting increased employment in 2013 and only 9 percent
expecting decreases (Figure 6). Last year, 30 percent of
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Figure 5

Outlook for Major Capital Expenditures in 2013

Source: Bureau o f Business and Economic Research, the University o f Montana.

manufacturers expected increased employment in 2012, and
7 percent expected decreases. Entering 2010, 28 percent of
respondents expected decreases in employment, while only 11
percent expected to increase employment. Improving economic
conditions have led to a modest increase in the demand for
workers, with 20 percent of respondents for 2012 reporting
“significant worker shortages” (Figure 7), up from 19 percent
for 2011 and 11 percent for 2010. However, this number is
significantly less than the higher than 50 percent of firms that
reported significant worker shortages for 2007 and 2006.

Business-Related Issues

Top: Pasta over a drying stick at Pasta Montana in Great Falls.
Middle: Northwest Factory Finishes in Bonner.
Bottom: Intern working at Satie, Inc. in Missoula.
Photos by Deborah Nash, Montana Manufacturing Extension Center.
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Survey recipients were given a list of eight business-related
issues and were asked to rate each in terms of its importance
to their businesses. There was no specified time frame,
indicating the general and enduring nature of these issues.
Once again, health insurance cost was the number one
issue, and 81 percent of respondents rated it very important,
up slightly from last year. Workers’ compensation rates were
very important to 57 percent of responding firms, with
workers’ compensation rules rated as very important to
50 percent. Energy costs were somewhat less important to
respondents, with 49 percent rating them as very important,
the same as last year. Raw material availability was rated very
important by 54 percent of respondent firms. The proportion
indicating a shortage of qualified workers as very important
in 2012 was 52 percent, similar to 2011 at 51 percent but
down from 69 percent in 2006 when the economy was much
stronger. Foreign competition and the cost of workforce
development were rated as very important issues by 21 and 26
percent of responding firms, respectively (Figure 8).
Changes in federal government spending, particularly
in the Department of Defense, could impact numerous
Montana manufacturers that produce items used by the
military. Changes in federal civilian spending, while
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Figure 6

Figure 7

Employment Outlook for 2013

Significant Worker Shortage During 2012

Source: Bureau o f Business and Economic Research, the University o f Montana.

considered necessary by many of the manufacturers
responding to BBER’s survey, could impact a variety of
firms that provide goods related to the medical, educational,
alternative energy, and natural resource sectors.
In light of the many ongoing and upcoming changes
to health care in the U.S., several questions about health
insurance costs were posed to survey participants this year.
Almost 70 percent of respondents indicated that their firms’
health insurance costs increased during 2012, with just 5
percent saying costs decreased. Just 3 percent of respondents
indicated they expected health insurance costs to go down in

2013, and 65 percent expected costs to increase. When asked
about the impact of health care reform on their businesses,
about half said they expected a substantial impact involving
increased costs, while the remainder expected no impact,
generally because they employed fewer than 50 workers or
were unsure of the impact. G
Steven W. Hayes is a BBER researchforester; Charles E. Keegan III
is the Bureau's retired director offorest industry research; ToddA . Morgan
is the Bureau's director offorest industry research; and Colin Sorenson is a
BBER research economist.

Figure 8

Other Business-Related Issues

Source: Bureau o f Business and Economic Research, the University o f Montana.

Mo n t a n a B u s in e s s Q uarterly/ S um m er 2 0 1 3

19

OIL BOOM
byJames T. Sylvester

ewly released county population estimates from
the U.S. Census Bureau show significant growth
in Montanas northeastern oil patch.
Richland County, which contains Sidney, was among the
fastest growing counties in the country with estimated growth
of 6.6 percent during the past year. Other nearby counties
—Sheridan, Wibaux, Fallon, Roosevelt, and Dawson —grew
about 3 percent in the past year. Net in-migration was the
driving factor for those counties influenced by the Bakken oil
fields. People are moving into these areas for jobs related to
energy development and related services.
Gallatin and Yellowstone counties led the growth in urban
counties, with 1.4 percent and 1.3 percent, respectively.

N

Lewis and Clark County grew about 1 percent, followed by
Missoula (0.8 percent), Flathead (0.5 percent), and Ravalli
(0.5 percent) counties. Very little growth occurred in ButteSilver Bow and Cascade counties.
Counties that experienced high rates of migration in the
past decade (Gallatin, Flathead, and Ravalli) had much lower
rates of migration between 2011 and 2012. Natural increase,
more births than deaths, was about the same as migration.
The U.S. Census Bureau uses births, deaths, and estimates
of migration from IRS records to estimate the population of
states and counties on an annual basis. G
James T. Sylvester is an economist at the University o f
Montana Bureau o f Business and Economic Research.

Table 1

10 Montana Counties with the Largest Population
Growth, 2011-2012
Change
2011

2012
Percent

Yellowstone County

149,907

151,882

1.3%

1,975

Gallatin County

91,354

92,614

1.4%

1,260

Missoula County

110,114

110,977

0.8%

863

Richland County

10,143

10,810

6.6%

667

Lewis and Clark County

64,240

64,876

1.0%

636

Flathead County

91,132

91,633

0.5%

501

Roosevelt County

10,544

10,927

3.6%

383

Dawson County

8,999

9,249

2.8%

250

Ravalli County

40,422

40,617

0.5%

195

9,191

9,346

1.7%

155

Beaverhead County
Source: U.S. Census Bureau.
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